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Nigeria and Portugal Join the Fund and Bank 


Portugal and Nigeria became members of the Inter- 
national Monetary Fund and the World Bank on 
March 29 and March 30, respectively. Nigeria has 
also become a member of the International Finance 
Corporation (IFC). 

Portugal’s quota in the Fund is $60,000,000, and its 
subscription to the capital stock of the Bank is 
800 shares with a total par value of $80,000,000. 
Nigeria’s quota is $50,000,000, and its subscription to 
the Bank is 667 shares, value $66,700,000. 


There are now 70 members of the Fund, with quotas 
totaling $14,850,700,000. The Bank has 68 members, 
with a total subscribed capital of $20,062,900,000, and 
the IFC has 59 members with a capital of $96,576,000. 


Sources: International Monetary Fund and International 
Bank for Reconstruction and Development, 
Joint Press Releases, March 29 and 30, 1961, 
and International Finance Corporation, Press 
Release, March 30, 1961, Washington, D.C. 


Par Value for Greek Drachma 


The Government of Greece, by agreement with the 
International Monetary Fund, has established an initial 
par value for the Greek drachma, at Dr 30 = $1. The 
parities for the Greek drachma in terms of gold and in 
terms of the U.S. dollar of the weight and fineness in 
effect on July 1, 1944 are as follows: 0.0296224 gram 


Europe 


Statement by European Central Bankers 


Representatives of the central banks of Belgium, 
France, Germany, Italy, the Netherlands, Sweden, Swit- 
zerland, and the United Kingdom, after a routine meet- 
ing in Basle on March 19, declared that the rumors of 
impending further exchange rate adjustments had no 
foundation. They added that the central banks had 
agreed to cooperate closely in the exchange markets 
with a view to discouraging speculation and minimizing 
the repercussions of “hot” money movements on coun- 
tries’ exchange reserve positions. This cooperation would 
take the form of holding each other’s currencies to a 
greater extent than hitherto, instead of converting them 
immediately into gold or into dollars, and of short-term 
lending of needed currencies. These procedures will be 
temporary, pending the evolution of more permanent 
techniques for dealing with the problems of inter- 
national financial disequilibria, particularly short-term 
capital movements within the framework of, or through 
reform of, the International Monetary Fund. 

Sources: Le Monde, Paris, France, March 19-20, 1961; 
The Times, London, England, March 23, 1961. 


U.K. Balance of Payments 
The U.K. balance of payments on account of mone- 
tary movements was adverse in 1960 to the extent of 


of fine gold per drachma; 1,050.00 drachmas per troy 
ounce of fine gold; 30.0000 drachmas per U.S. dollar; 
and 3.33333 U.S. cents per drachma. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., March 29, 1961. 





£168 million; in 1959 the corresponding deficit was 
£119 million after excluding special capital transactions. 
U.K. gold and convertible currency reserves rose by 
£177 million last year. In addition, sterling holdings of 
nonterritorial organizations fell by £156 million, mainly 
as a result of repurchases by the United Kingdom of 
£127 million from the International Monetary Fund. 
Holdings of sterling area countries fell by £224 million, 
but sterling holdings of non-sterling countries increased 
by £604 million, including £131 million purchased by 
Ford Motor Company of Detroit for long-term invest- 
ment in the United Kingdom in 1961 (see this News 
Survey, Vol. XIII, p. 66). In addition, miscellaneous 
capital (net) showed an adverse change of £119 million. 


The identified balance on current account moved from 
a surplus of £51 million in 1959 to a deficit of £344 mil- 
lion in 1960. Imports, which rose by £499 million, 
were 14 per cent higher than in 1959, while exports 
and re-exports, rising by £202 million, were 6 per cent 
higher. The deficit on visible trade thus increased from 
£69 million in 1959 to £366 million in 1960. The sur- 
plus on invisible account continued to deteriorate, falling 
from £120 million in 1959 to £22 million in 1960. 
Government current expenditure abroad increased by 
£57 million, chiefly on defense, while receipts rose by 
£4 million. Shipping showed no change on balance, 
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both credits and debits increasing slightly. Payments of 
interest, profits, and dividends rose by £35 million, 
largely on account of increased interest payments on 
sterling holdings; receipts fell by £9 million. 


Private direct investment abroad by the United King- 
dom rose slightly, to £185 million, and direct investment 
in the United Kingdom increased rather more, to 
£148 million. For total private investment, including 
direct and portfolio investment, there was a net identi- 
fied outflow of £101 million in 1960; this was some 
£41 million less than in 1959, owing in part to the 
receipt of £24 million as compensation from the United 
Arab Republic. New loans by the U.K. Government, 
mainly to the less developed countries, rose from 
£49 million in 1959 to £61 million; the net outflow of 
intergovernmental loans rose to £91 million. Special 
transactions apart, the balance of identified capital trans- 
actions, government and private together, showed little 
change between 1959 and 1960. The balance of identi- 
fied transactions on current and long-term capital 
accounts was a deficit of £545 million in 1960. 


There was a large increase in the balancing item in 
1960, probably associated with an unrecorded capital 
inflow into the United Kingdom. This inference is sup- 
ported by the increase in sterling holdings of non- 
sterling countries and by movements in miscellaneous 
capital (net). The inflow was associated in part with 
the interest rate differences between London and other 
financial centers, which were mostly in favor of London 
during 1960. 


Considerable changes have been made in the basis of 
compilation of the balance of payments statistics. 
Although many figures in the current and long-term 
capital accounts have been revised substantially as a 
result of making these changes, they do not alter signifi- 
cantly the estimates of the balance of monetary move- 
ments. The new basis does not, therefore, call for any 
reassessment of the total outcome of the U.K. balance 
of payments in 1958 and 1959. 


Source: United Kingdom Balance of Payments, 1958 to 


1960 (Cmnd. 1329), London, England, March 
1961. 


U.K. Bank Credit 


Pressure on the liquidity of U.K. banks was main- 
tained throughout most of 1960, and at the end of the 
year the aggregate of clearing banks’ liquid assets was 
31.9 per cent of deposits, compared with 34.2 per cent 
in December 1959. The ratio fell further in the first 
quarter of 1961, when there was a large seasonal flow 
of tax funds to the Exchequer. In the middle of March, 
the aggregate ratio was 30.4 per cent, and a few banks 
had individual ratios slightly below the conventional 
minimum level of 30 per cent. 
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In the 3 months to the middle of February 1961, 
advances by members of the British Bankers’ Associ- 
ation rose by £147 million, to £3,717 million, compared 
with an increase of £242 million in the corresponding 
period in 1959-60. Export credits eligible for refinanc- 
ing at the Bank of England (see this News Survey, 
Vol. XIII, p. 43) are now classed as liquid assets 
instead of advances; when allowance is made for this 
change, the rise in advances in the 3 months to Febru- 
ary may have been nearer to £177 million. In the 
12 months to February, advances rose by £474 million, 
or about 14 per cent. Advances to industry and com- 
merce rose by £368 million, to £2,002 million, reflecting 
the rapid rate of stockbuilding. Advances to the per- 
sonal and professional group rose by £54 million, to 
£691 million, and loans to hire-purchase companies 
increased by £8 million, to £134 million. 


Sources: The Economist and The Times, London, Eng- 
land, March 25, 1961. 


Economic Conditions in Iceland 


The Governor of the Central Bank in Iceland, 
Mr. Vilhjalmur Thor, recently discussed foreign ex- 
change and monetary developments during 1960. He 
said that in the first two months of the year develop- 
ments continued to be unfavorable, but in February the 
Althing passed a series of new measures, including a 
devaluation of the kréna (see this News Survey, 
Vol. XII, p. 261). Thereafter wages remained stable 
and prices rose. Economic conditions became quite dif- 
ferent from, and in many respects more favorable than, 
conditions in earlier years, although various difficulties 
were encountered, notably a small fish catch and a large 
decline in the prices of fish meal and oil. The fish catch 
for the year was 10 per cent lower than in 1959, despite 
a larger and more efficient fishing fleet. The trawler 
catch was less than 75 per cent of that in 1959, princi- 
pally because the catch of ocean perch was little more 
than half that in the previous year. The summer herring 
season failed, yielding 50,000 tons less than in 1959. 
Investment presumably contracted, most markedly in 
housebuilding, although investment in fishing vessels 
and other ships increased substantially. Agricultural out- 
put continued to increase and was greater than in any 
previous year; the dairies received 9 per cent more milk 


than in 1959, and the production of lamb rose by 
about 4 per cent. 


The excess of imports over exports, excluding ships, 
was $5.7 million in 1960, compared with $16.5 million 
in 1959 and $10.8 million in 1958. The foreign ex- 
change position of the banks improved by $6.3 million 
during the year, whereas during 1959 their reserves had 
deteriorated by more than $8 million. Foreign loans 
were used to a total of about $16 million, and at the 
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end of 1960 total long-term foreign debt amounted to 
$66 million. 

Credit extended by the commercial banks and the 
savings banks rose by 7.5 per cent (IKr 295 million), 
compared with a rise of about 18 per cent in 1959. 
Total deposits rose by IKr 324 million, [Kr 11 million 
more than in 1959. The rise in savings deposits in the 
last ten months of the year was IKr 370 million, against 
IKr 238 million in the corresponding period of 1959. 
The position of the commercial banks and the savings 
banks vis-a-vis the Central Bank improved during 1960, 
whereas in earlier years it had deteriorated considerably. 
The Treasury and government agencies also improved 
their positions. 

Mr. Thor said that it is evident that monetary and 
foreign exchange developments became considerably 
more favorable after the economic measures introduced 
in February 1960 began to have their effect. The Cen- 
tral Bank hopes that the banks will continue their en- 
deavors to keep credit expansion within their available 
resources. 

Source: The National Bank of Iceland, The Central 
Bank, Press Release, Reykjavik, Iceland, 
March 18, 1960. 


Economic Conditions in Norway 

The boom continues in Norway, evidenced by large 
imports, a tight labor market, and a high and even 
increasing demand for consumption and investment 
goods. Figures for the first two months of 1961 show no 
signs of any leveling off; since the fall of 1960 total 
demand has increased faster than production. This is 
the background for the measures taken in February to 
restrain the increase in demand (see this News Survey, 
Vol. XIII, p. 51). 

In December 1960, retail sales were 8 per cent higher 
than a year earlier; increases were particularly marked 
in sales of consumer durable goods. Investment demand 
appears to be rising. In January 1961, the volume of 
building started, registered, or licensed was substantially 
above that a year earlier. At the end of the month, 
the number of buildings under construction was 3.5 per 
cent larger than at the same time last year. Industrial 
enterprises plan a substantial increase in all kinds of 
investment in 1961. 

Exports have recently shown a rising trend. In 
January, their value was 8 per cent higher than in 
January 1960. Imports also have continued to rise, 
though at a somewhat lower rate than toward the end of 
1960. The increase has been particularly large for 
machinery and transport equipment (excluding ships), 
fuel, and chemicals. Imports of textiles and clothing, 
and especially of ores and metals, have leveled off 
noticeably. 

Source: Statistisk Sentralbyra, Statistisk Ukehefte, Oslo, 
Norway, March 23, 1961. 


Swedish Policy for Bond Issues 


The Swedish company, Regulator Och Instrument 
Ab Billman, has placed SKr 5 million 20-year 6% per 
cent bonds at par on the Swedish market. The rate of 
interest is % per cent higher than has been usual for 
recent industrial bond issues. The permission to issue 
this loan is interpreted in the Swedish press as a sign 
that the Riksbank has relaxed its restrictive policy. 

For many years hardly any private issues have been 
authorized. The new issue is the first one permitted in 
several decades for a medium-sized concern whose 
shares are not quoted officially. It is also the first time 
for as long a period that a loan of this type has been 
offered without being secured by forests, water power, 
or other comparable resources. The new issue is secured 
by a mortgage on the company’s plant. 
Source: Svenska Dagbladet, Stockholm, 

March 24, 1961. 


Economic Conditions in Denmark 


Danish industrial production, which rose sharply in 
1959, was more or less stable throughout 1960. Employ- 
ment remained very high. The annual report of the 
National Bank points out that there was no comparable 
slackening in the growth of demand because incomes 
increased substantially. So far, the removal of most of 
the restrictions on iriports has prevented this discrep- 
ancy between the rates of growth of demand and of 
production from exerting more than a modest influence 
on prices. The rise in demand in 1960 was reflected 
chiefly in an increase in the foreign trade deficit—a trend 
which was further accentuated by a slight deterioration 
in the terms of trade. In consequence, the current 
account of the balance of payments, which had shown a 
surplus of DKr 900 million in 1958 and was in equi- 
librium in 1959, showed a deficit of something like 
DKr 650 million in 1960. Of this, only about 
DKr 100 million was reflected in a reduction of the 
foreign assets of the banking system; part of the remain- 
der was covered by loans raised abroad and by foreign 
investment in Danish undertakings, but it is believed 
that a larger sum took the form of increases in import- 
ers’ debts to their suppliers. 

Denmark’s imports of goods and services in 1960 
exceeded its exports. Since incomes are expected to rise 
sharply in 1961, the indications are that demand may 
again rise faster than production. The National Bank 
observes that in recent years Denmark has benefited 
from a combination of favorable export conditions and 
low prices for imported raw materials and that a con- 
tinued improvement in the terms of trade cannot be 
counted on. Indeed, in the view of the Bank the possibil- 
ity that the terms of trade may become less favorable for 
Denmark must be taken into consideration. The effects 
of such a trend would be accentuated by any increase 


Sweden, 
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in incomes and costs. If these were to continue to rise, 
fiscal and monetary measures might have to be taken, 
which could mean lower employment and a less rapid 
improvement in living standards. The National Bank 
argues that the prevailing economic circumstances have 
not justified any reduction of the government surplus 
or any general easing of credit. Through the agency of 
the specialized finance institutions set up in recent 
years, it has proved possible to ensure a better supply 
of capital to those sectors whose requirements had 
previously been inadequately catered for by the private 
capital market. Moreover, by restoring the banks’ 
power to borrow against bonds, the National Bank has 
made the money market more flexible and so prevented 
tight conditions there from dislocating the country’s 
business life. The National Bank concludes, however, 
that even the shrewdest fiscal and monetary policies 
cannot by themselves ensure economic equilibrium, and 
that, in present day conditions, the influence of the 
industrial and labor organizations is so great that their 
cooperation is indispensable. 

March 16, 1961, and Statistiske 
Departement, Statistiske Efterretninger, 
March 22, 1961, Copenhagen, Denmark. 


Sources: Borsen, 


Economic Developments in Germany Affer Revaluation 


In its latest monthly report, the German Ministry of 
Economic Affairs has stated that the effects of the 
recent revaluation of the deutsche mark on the balance 
of payments and the internal economic situation would 
be discernible only after some time. However, a slack- 
ening of the speculative money inflow would in itself 
lead to a considerable easing of the balance of payments 
position. It could be confidently expected that the 
trade surpluses would be reduced and that the deficits 
on commercial services (excluding military services) 
would increase. As imports had already been stimulated 
by tariff reductions in earlier years, their further cheap- 
ening would mainly affect finished industrial products. 
On the other hand, the expansion of exports would be 
slowed down; exports would be impeded even if the 
revaluation were only partly reflected in higher export 
prices, being then discouraged by falling profits. 


The Ministry believes that the changed circumstances 
will tend, in the long run, to direct production more 
strongly toward the domestic market. The success of 
the revaluation will depend decisively on whether entre- 
preneurs can adjust themselves rapidly to the changed 
competitive circumstances, including increases in im- 
ports. The Ministry recommends that, in their price 
and other dispositions, entrepreneurs should not be 
guided primarily by present opportunities for profit; 
they should rather consider the long-run effects of the 
revaluation. This would mean, in many cases, that the 
scope for wage concessions would be smaller. On the 


other hand, the trade unions could be expected to show 
moderation in wage claims, since the chances for price 
stability have increased. 

The report states that the excess demand in industry 
continues to be substantial; it derives mainly from the 
sustained dynamics of the investment boom. Recently, 
also, the situation in the consumer goods industries has 
changed; there are signs that the increase in private 
incomes has stimulated orders for consumption goods. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, March 30, 1961. 


Government Revenue and Expenditure in the Netherlands 


The Netherlands Treasury had a cash surplus of some 
f. 130 million in 1960—about f. 150 million less than 
the cash surplus in 1959. These figures exclude all debt 
and certain nonrecurrent transactions (e.g., settlement 
of claims arising out of the liquidation of the European 
Payments Union and the increased contribution to the 
International Monetary Fund). Current revenue, ex- 
cluding nonrecurrent items, increased by f. 1.0 billion, 
to f. 8.8 billion, mainly because higher tax receipts 
resulted from increased economic activity. Current ex- 
penditure (excluding amortization of debt and non- 
recurrent transactions) increased by some f. 1.2 billion, 
to f. 8.7 billion; the main categories to increase were 
agricultural subsidies, defense, advances for housebuild- 
ing, education, and civil servants’ wages. 

During 1960, the Netherlands Government floated 
three bond issues on the domestic capital market, total- 
ing f. 950 million, and borrowed f. 400 million at long- 
term from institutional investors. Repayments of domes- 
tic long-term debt amounted to some f. 360 million and 
of foreign debt to f. 120 million; in addition, some 
f. 380 million of short-term government debt was 
funded. When account is taken of miscellaneous Treas- 
ury operations, the Government’s cash balances in- 
creased by f. 710 million in 1960 (f. 172 million in 
1959). The Government’s current account with the 
Netherlands Bank was credited with f. 407 million, 
while the remainder was placed in a special account for 
future repayments of foreign debt. 


Source: Ministerie van Financien, Financieél Overzicht, 
The Hague, Netherlands, March 15, 1961. 


Import Liberalization in France 


On April 1, the French Government freed from 
restrictions a number of imports from the other member 
countries of the Organization for European Economic 
Cooperation and the United States and Canada, as well 
as reducing import duties (see this News Survey, 
Vol. XIII, p. 92). The imports liberalized include 
notably sand, synthetic rubber, cork stoppers, china, 
nickel, air conditioners, radio and television sets, trucks 
with a motor displacement of more than 12 liters, spare 
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parts for trucks, movie and photo cameras, furniture, 
and toys. On June 15, 1961, refrigerators also will be 
put on the free import list; and before the end of the 
year, imports of transistors, clocks, watches, and trucks 
with a motor displacement of less than 12 liters will be 
liberalized. By the end of 1961, all imports of industrial 
goods will be freed from restrictions, except for imports 
under state trading or special regimes (e.g., petroleum 
products, coal, newsprint, aircraft, ships, etc.). 
Source: Le Monde, Paris, France, April 1, 1961. 


Middle East and Africa 


Restoration of Open General License in Pakistan 


From March 8, 1961, Pakistan placed imports of the 
following essential goods under open general license: 
iron, steel, other metals, certain drugs and medicines, 
tractors and spare parts, cement (East Pakistan only), 
automobile spare parts, tires and tubes, milk, typewriters 
and other office machinery, laboratory glassware and 
scientific instruments for educational use, educational 
and scientific books, and specified tools and workshop 
equipment. These items have all been under control 
since 1952 when the open general license was abolished. 
The new measure is part of a general move toward freer 
trade. The importation of goods under open general 
license will be subject to certain limitations, including 
the value of the imports. 

Source: Middle East Economic Digest, London, Eng- 
land, March 24, 1961. 


New Currency in Kuwait 
Beginning April 1, a new currency, the dinar, is being 
introduced in Kuwait, to replace the special Indian 
rupee heretofore circulating in Kuwait. The exchange 
value of the new dinar will be at par with sterling. 
Source: Middle East Economic Digest, London, Eng- 
land, March 31, 1961. 


South Africa's Balance of Payments 


Preliminary data for the balance of payments of the 
Union of South Africa in 1960 show a deficit of R 261 
million ($185 million) on trade account, compared 
with a deficit of R 134 million in 1959. This increase was 
due entirely to an increase in imports, from R 998 mil- 
lion to R 1,131 million; merchandise exports rose from 
R 864 million to R 870 million. Gross sales of gold 
abroad totaled R 574 million, drawn from gold output 
of R 531 million and a decrease of R 43 million in gold 
holdings of the Reserve Bank. Other current trans- 
actions (including donations) resulted in a deficit of 
R 240 million (R 212 million in 1959). The current 
account of the Union thus showed a surplus of R 30 
million, R 128 million less than the surplus in 1959. A 
net outflow of capital amounting to R 162 million re- 


duced the gold and foreign exchange reserves by R 132 
million; in 1959, the capital outflow was R 78 million 
and gold and foreign exchange assets increased by R 80 
million. 


Capital transactions in 1960 comprised an inflow of 
official capital amounting to R 32 million and a private 
capital outflow of R 194 million (including net errors 
and omissions of R 18 million). Official capital move- 
ments covered (1) drawings on a loan from a group of 
U.S. banks (R 14 million), a Swiss loan (R 5 million), 
and other foreign credits (R 23 million), including a 
drawing on the International Monetary Fund (R 9 mil- 
lion), and (2) repayments of R 12 million on foreign 
loans, made mainly to the World Bank. Of the R 176 
million of identifiable private outflow, R 28 million, net, 
involved resident capital and R 148 million foreign capi- 
tal. The latter figure included net purchases, to a total 
of R 78 million, by Union residents from foreigners of 
securities listed on the Johannesburg Stock Exchange. 
Net outflows of short-term and long-term direct invest- 
ment funds amounted to R 14 million and R 34 million, 
respectively; the corresponding figures for nondirect in- 
vestment funds were R 14 million and R 8 million. The 
larger part of the outflow of private funds took place in 
the first three quarters of 1960, when it amounted on 
average to R 55 million a quarter. In the last quarter, 
when there was an inflow of short-term funds attri- 
butable to interest rate adjustments, the net outflow 
dropped to R 28 million. 


Source: South African Reserve Bank, Quarterly Bulle- 
tin of Statistics, Pretoria, Union of South Africa, 
March 1961. 


Far East and Australasia 


Private Capital Investment in India 


A larger flow of foreign private capital into India is 
expected in the next few years following the amendment 
in the 1961-62 budget of certain tax provisions relating 
to foreign companies (see this News Survey, Vol. XIII, 
p. 69). The most important of these changes are (1) a 
reduction, from 30 per cent to 20 per cent, of the 
supertax on dividend income paid by an Indian com- 
pany formed and registered after April 1, 1961 to a 
foreign company which has a minority holding in the 
Indian company, and (2) a decrease, from 63 per cent 
to 50 per cent, of the tax on royalties received by for- 
eign companies from Indian concerns under agreements 
made and approved by the Government after April 1, 
1961. 


In addition, certain tax concessions to foreign techni- 
cians in India have been made. At present, a foreign 
technician whose contract of service is approved by the 
Central Government before he begins his service in 
India is exempt from tax on the salary received by him 
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for the financial year in which he arrives in India and 
for the two subsequent financial years. Thus, the exemp- 
tion can apply for a period ranging from 24 to 36 
months, depending on the time of his arrival in India. 
It is now proposed that in all cases the exemption cover 
a period of 36 months from the date of arrival. 

India’s Third Five Year Plan envisages approximately 
Rs 3 billion ($630 million) of foreign capital invest- 
ment in the private sector. However, this figure is not 
regarded as a maximum and may be exceeded. Already, 
firms in the United Kingdom, the United States, and the 
German Federal Republic are reported to be seeking to 
collaborate further with Indian firms; about 50 such 
schemes with U.K. firms are understood to be pending 
at the present time. The 1961-62 budget changes are 
expected to encourage this trend. 

Sources: The Statesman (Overseas Edition), Calcutta, 
India, March 11, 1961; The Financial Times, 
London, England, March 17, 1961. 


Increased Bank Activities in Hong Kong 


According to authoritative sources in Hong Kong, 
1960 was an unprecedented year in the history of the 
Colony’s banking, and profits were excellent; for ex- 
ample, the profits of the Hong Kong and Shanghai 
Banking Corporation were almost double those in 1959. 
Also indicative of the thriving business last year was the 
number of new branches established. In addition, the 
number of foreign banks increased. A total of 30 new 
banks (24 of which are Chinese owned) and branches 
was established during the year, at a rate of 2 or 3 a 
month, except in December. The Bank of India and 
the National Bank of Pakistan established branches in 
1960, and in February 1961 the Bangkok Bank was 
opened. 

In the past, local banks were engaged mainly in for- 
eign trade, but in the last few years the influx of capital 
from all over Southeast Asia into the Colony has con- 
tributed to heavy investment in local commerce and in- 
dustry. The banks, therefore, have turned to absorbing 
the surplus capital on the market and mortgaging real 
estate, stocks, and commodities. 

Source: The New Commonwealth, London, England, 
March 1961. 


Economic Reforms in Korea 


The Korean Minister of Finance announced on Feb- 
ruary 28 the principal measures of economic policy pro- 
posed for the period 1961-64, the object of which is to 
establish a basic economic order in Korea and to push 
the economy toward self-sufficiency. These measures 
will be adopted in three stages: first, a reform of eco- 
nomic and social legislation, January-August 1961; sec- 
ond, preparations for an over-all economic development 
plan (constructing new electric power plants and dams 


and increasing coal production), March-December 
1961; and third, the initiation in 1962 of a five-year 
economic development plan, the first such plan for 
Korea. 

Toward the first stage the Government has already 
introduced various economic and social reforms. For 
example, a campaign for nation-wide austerity has been 
started; reforms of 11 major taxes were adopted from 
January 1 in order to promote savings and investment 
and to curb consumption; a reform of the foreign ex- 
change system was adopted on February 2 (see this 
News Survey, Vol. XIII, p. 55); and Bills providing 
for the adjustment of commercial bank interest rates 
and public utility rates are now before the legislature 
and are expected to be approved in April. Government 
contract and procurement procedures will be simplified 
in April in order to improve the allocation of govern- 
ment funds; and various controls over economic affairs, 
such as price controls, will be abolished by August. To 
improve administrative efficiency, 2,000 college gradu- 
ates will replace inefficient government employees by 
June; and the supplementary budget for the fiscal year 
1961, now before the legislature, provides for a pay 
increase for government employees in September. 

To prepare for the second stage, the Government has 
completed plans for developing electric power genera- 
tion. In the 1961 budget (including the supplementary 
budget), hw 43.6 billion is to be appropriated for the 
construction of power plants. The supplementary budget 
is expected to be approved in April. Three dams will 
be constructed for power generation and irrigation pur- 
poses by the National Construction Service, which was 
initiated in March. To eliminate the losses of the three 
power companies operating in Korea and to improve 
their efficiency, power rates will be increased by 50 per 
cent and the three companies will be integrated. A goal 
for coal production of 10 million tons in 1961 has been 


NOTICE 
Balance of Payments Yearbook 


For the convenience of subscribers, the Fund is pre- 
pared to offer Volume 12 of the Balance of Payments 
Yearbook as a bound volume if a sufficient number of 
orders is received. The bound volume will consist of the 
loose-leaf pages issued monthly, June 1960-May 1961, 
and will be priced at $10.00 a copy. 


Orders for the bound volume must be received in the 
Fund by June 1, 1961. If the necessary number of orders 
has not been received by that time, the offer will be 
withdrawn and a notice issued to that effect. The bound 
volume would be delivered in the late summer or 
early fall. 


Send orders to 
The Secretary 


International Monetary Fund 
19th and H Streets, N.W. Washington 25, D.C. 
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set (5.4 millions tons were produced in 1960). Finally, 
the Government intends to transfer this year to private 
ownership a number of major government-owned enter- 
prises, thus providing more opportunities for private 
enterprise. 

When the third stage of the program—the first five- 
year economic development plan, now under technical 
review—is launched in 1962, the National Construction 
Service projects will be integrated with the plan. Devel- 
opment of the farm sector will be stressed; priority will 
also be given to the development of a few basic indus- 
tries (e.g., machinery, steel, fertilizer, cement, and oil 
refining), and of water resources, transportation, and 
communication facilities. By the end of 1964, a major- 
ity of farms will be economic and will ensure a standard 
of living above subsistence level, mainly as a result of 
irrigation projects and the development of cottage in- 
dustries. Details of the plan’s investment projects and 
sources of finance are not yet available. The Govern- 
ment’s policy will be to maximize the mobilization of 
domestic resources and to promote foreign private in- 
vestment. However, official aid from abroad will play 
a dominant role in providing foreign resources, and the 
authorities will endeavor to promote the most effective 
allocation and utilization of aid. Measures will also be 
taken to promote exports and sales to UN forces and 
to develop the production of import substitutes. 

Source: Dong-A Daily Press, Seoul, Korea, March 17, 
1961. 


Deutsche Mark Bond Issue by Japan 


Bonds expressed in deutsche mark and amounting to 
DM 100 million ($25 million) will be issued in the 
current fiscal year (April 1961-March 1962) jointly by 
Osaka Prefecture and Osaka City, to finance part of the 
cost of the improvement of Osaka Harbor and related 
facilities. The total cost of the project is ¥ 77 billion 
($214 million), to be spread over the next five years; 
about DM 400 million ($100 million) is expected to be 
raised in Germany. The Japanese Government plans to 
take the measures necessary for the issue, including 
guaranteeing the loan and exempting the interest on it 
from taxes, in the present session of the Diet. 
Sources: Nihon Keizai Shimbun, Tokyo, 

March 16, 19, and 29, 1961. 


Japan, 


New Zealand Balance of Payments 


Exchange records show that in 1960 New Zealand 
had a balance of payments deficit of £NZ 23.8 million 
on account of goods, services, and donations, in con- 
trast to a surplus of £NZ 36.9 million in 1959. There 
was a net outflow of £NZ 3.7 million on capital account 
(£NZ 7.6 million in 1959). The deficit on current and 
capital account combined thus amounted to £NZ 27.4 
million (of which £NZ 5.9 million represented net 


errors and omissions), compared with a surplus of 
£NZ 29.3 million in 1959. The decline in net foreign 
assets in 1960 was £NZ 21.6 million. In 1959 there 
had been an increase of £NZ 32.5 million. 


The rapid deterioration on current account in 1960 
was mainly a reflection of an increase of £NZ 50 million 
in private imports, especially noticeable in the second 
half of the year. The serious depletion of New Zealand’s 
foreign exchange reserves in 1957 and 1958 had com- 
pelled the authorities to resort to tight credit and fiscal 
policies and to severe import restrictions; but as the 
situation improved rapidly in 1959, controls were eased 
in that year and also in 1960. The ensuing increase in 
demand was reflected by mid-1960 in a sharp upturn 
in commodity imports, which, for the year as a whole 
amounted to £NZ 279 million (including the practically 
unchangéd government imports), against £NZ 229 mik 
lion in 1959. 


Total exports, at £NZ 300 million in 1960, were 
£NZ 6 million less than in 1959, when the soaring prices 
for dairy products had raised export receipts to a record 
figure. The prices of butter and cheese fell at the 
beginning of 1960 and did not recover; the volume of 
butter exports therefore declined. However, part of 
the resulting fall in export receipts was offset by in- 
creases in other commodities, notably wool, the prices 
for which were markedly higher in the 1959-60 season 
than in 1958-59. Although wool prices fell again at the 
opening of the 1960-61 season, and wool receipts in the 
second half of 1960 fell short of those in July-December 
1959, receipts in the year as a whole were £NZ 6 mil- 
lion greater than in 1960, offsetting nearly one third of 
the £NZ 19 million decline in earnings from dairy 
exports. 


Official capital transactions resulted in an outflow of 
£NZ 7 million in 1960, against £NZ 17 million in 1959; 
this more than offset the simultaneous tapering off of 
the inflow of private funds, from £NZ 9 million in 1959 
to £NZ 4 million in 1960. In 1959, £NZ 14 million was 
paid in amortization of the overseas debt and the New 
Zealand Government had also taken advantage of the 
strong balance of payments position of the country and 
had invested £NZ 12 million abroad in preparation for 
future debt repayments. In 1960, only £NZ 4 million 
was invested abroad, and other capital payments 
amounted to £NZ 8 million, out of which £NZ 6 million 
was for the redemption of long-term debt; the larger 
part of the debt repayment in 1960 was effected by 
redeeming earlier investments. 

The net foreign exchange assets of the Reserve Bank 
and the commercial banks were £NZ 88 million in De- 
cember 1959. A more than seasonal increase in the 
first half of 1960 raised them to £NZ 119 million, the 
highest figure since 1954. However, in the following 
six months, assets decreased by as much as £NZ 53 
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million and were £NZ 66 million at the end of the year. 

Normally, the assets begin a seasonal increase in Jan- 

uary, but in 1961 a further sharp fall in reserves has 

been recorded; they were £NZ 52 million on February 1 

and again on March 1. 

Sources: Reserve Bank of New Zealand, Bulletin, Jan- 
uary 1961, and New Zealand News Review, 
March 10, 1961, Wellington, New Zealand. 


Western Hemisphere 


U.S. Export Financing and Guarantee Program 


The Export-Import Bank of Washington (Eximbank ) 
announced on March 24 a new export financing and 
guarantee program, designed to enable U.S. exporters 
to compete on a basis of full equality with exporters in 
other countries. The new program was foreshadowed 
in President Kennedy’s Balance of Payments Message 
to the Congress on February 6 (see this News Survey, 
Vol. XIII, p. 33). It recognizes the importance of ex- 
ports for the U.S. balance of payments, and represents 
an intensive effort to stimulate and facilitate them. 

A comprehensive system of all-risk guarantees— 
covering credit risks as well as political risks—for con- 
sumer goods and other products sold on short-term 
credit will be provided as soon as procedural details are 
completed. The Eximbank has in the past guaranteed 
short-term transactions against political risks only. Since 
the Bank has no field or branch offices, it is proposed 
that this new facility will be made available regionally 
through private insurance companies, commercial banks, 
and others, thus obviating the need for exporters to 
negotiate with the Bank in Washington. 

The medium-term export guarantee program of the 
Bank, hitherto confined to capital goods, is being ex- 
tended to cover semifinished materials and products and 
consumer durable goods. Handling of applications un- 
der this program will be simplified and speeded up 
through a liberalization of the Bank’s criteria for making 
credit judgments. In line with the accepted practice of 
foreign issuers of credit, the Bank in the future will rely 
to a greater extent upon the commercial experience of 
exporters, available credit agency reports, and the gen- 
eral reputation of the buyer, rather than upon detailed 
financial reports. 

A committee has been established to discuss with ex- 
porters and commercial banks their specialized needs 
for assistance, and to develop with insurance companies 
and financial institutions plans for additional participa- 
tion by private organizations in export credits. The com- 
mittee will include representatives of the Eximbank, the 
Departments of Treasury and Commerce, and consult- 
ants from the export and banking communities. 
Source: The Export-Import Bank of Washington, Press 

Release, Washington, D.C., March 24, 1961. 
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Corrigendum 


A comparison between the rates of taxation of in- 
comes imposed in various countries was included in 
this News Survey, Vol. XIII, No. 2, pp. 9-10. The fig- 
ures there given for Japan include the “enterprise tax,” 
which is a local government tax. The maximum rate of 
central government income tax in Japan is 35.2 per 
cent, not between 40 per cent and 50 per cent as previ- 
ously quoted. 


Source: The First National City Bank of New York, 
Monthly Letter on Business and Economic Con- 
ditions, New York, N.Y., April 1961. 


Summary Index 


IBRD and IMF: New Members, Nigeria and Portugal 
IFC: New Member, Nigeria 


Europe: Central Bankers’ Statement 
International Tax Comparisons (corrigendum) 


Denmark: Economic Conditions, 1960 

France: Import Liberalization 

Germany: Consequences of Revaluation 

Greece: Par Value for Drachma 

Hong Kong: Increased Bank Activities 

Iceland: Economic Conditions, 1960 

India: Inducements for Foreign Capital 

Japan: Deutsche Mark Bond Issue 

Korea: Economic Reforms 

Kuwait: New Currency Introduced 

Netherlands: Government Revenue, Expenditure, and 
Debt, 1960 

New Zealand: Balance of Payments, 1960 

Nigeria: Membership in Fund, Bank, and IFC 

Norway: Economic Conditions 

Pakistan: Open General License Restored 

Portugal: Membership in Fund and Bank 

Sweden: Bond Issue Policy 

Union of South Africa: Balance of Payments, 1960 

United Kingdom: Balance of Payments, 1960 

Bank Credit and Cash Ratio 
United States: Export Financing and Guarantees 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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